
Robert T. Blau, Ph.D, CFA
Vice President - Executive and
Federal Regulatory Affairs

October 24, 1996

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
Washington, DC 20554

Re: Ex Parte in CC Docket 96-149

Dear Mr. Caton:
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1133-21 st Street, N.w.
Washington, D.C. 20036-3351
202 463-4108
Fax: 202463-4631
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This is to inform you that on October 24, 1996, Gary Epstein of Latham and Watkins, and
Krista Tillman, David Frolio, and the undersigned, all representing BellSouth, met with
Regina Keeney, Richard Metzger, Radhika V. Karmarkar, and Michelle Carey of the
Common Carrier Bureau regarding the above-referenced proceeding.

The purpose of the meeting was to discuss issues relating to joint marketing in local and
long distance services. The attached charts and slides were discussed during this
meeting. The discussion was consistent with BellSouth's position already filed in this
proceeding.

Pursuant to Section 1.1206(a)(2) of the Commission's rules, two copies of this notice are
being filed with the FCC. Please associate this notification with the above-referenced
proceeding.

Sincerely,

Robert T. Blau

Attachment

cc: Regina Keeney
Richard Metzger
Radhika V. Karmarkar
Michelle Carey

No. of Copies' rec'd0 J- .J
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BellSouth Concerns

• Congressional Intent

• Joint Marketing Issues

• Centralized Administrative Services

• Other Issues
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Congressional Themes

• Safeguards As A Transition

• Computer II/Computer III Compromise
(Computer II "Lite")

• Regulatory Parity - Complementary Joint Marketing
Provisions Allows for Full Consumer Choice



Customer Needs

Customers tell us that they want.••

• Simplicity

• Convenience

• Choice

• Reliability

And they translate these into..•

"

• Easy to understand plans
• One stop shopping
• Packages of services
• Single bill
• Discounts & pricing incentives
• Dependable, well-known service

provider

.



Local Service Packages

• 65% of households will switch to the Company that
"packages" or offers all services

&
• 670k of households will choose the same carrier for local &

long distance.
» 15% choose RBOC
» 22% choose other carriers
» 30% choose AT&T

J.D. Power & Associates 1996
Morgan Stanley, 1995



Market Perception - BellSouth vs.
AT&T

• AT&T -- nationally renowned
» 1995 advertising spending >$800M

» viewed as technologically advanced, professional
and leading edge*

• BeliSouth -- regional company
» 1995 advertising spending $82M

» viewed as reliable, small and trustworthy*

*Ad Watch, Merkely Newman Harty 1996 study
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AT&T's Edge

Who consumers say they would like to be their single provider for local and
long-distance phone service (broken down by Baby Bell territories)

Territory

AmerI- Bell Bell US
c.rIer of ChoIce Tech AtI8ntIc South Nynex Pacte. sac West

AT&T 41% 49% 54% 44% 54% 45% 49%
Mel 5 5 4 7 5 7 2%
Sprint 4 3 6 3 4 4
Ameritech 27
Bell Atlantic - 30
BelSoulh - - 18
Nynex - - - 31 - - -
paciftc Telesis - - - - 9
SBC - - - - - 21
USWest - - - - - - 29
GTE 6 2 4 - 6 3 4
Noresponse 17 11 14 15 22 20 11
no preference

New YqUImes· 911fM



Market Strategies-Other Competitors

• Advertising
» via traditional media

» via bill inserts to existing customers

» via "the telephone directory"
- multiple "local" companies listed in customer guide pages

- "local company" specific customer guide pages

• Branding, Bundling, Partnering
» Use of non-traditional channels

- real estate agents, banks, etc.

- apartment complex, office complex

- retail stores

I L!
• .:.. ~ t't .. ,:~

1·
,
"

.. :.:i!.:..' '. '~,;'



Service Delivery Needs

, Customers are impatient with
today's lengthy processes...
• Inverse relationship between length of call &

customer satisfaction
» Communications intense = 45 minutes

• Customer contact labor cost is largest cost
component

• Alternate channels utilized today to expand
reach

...But customers want more options
• Technology, service options

• More variety
• Simple and convenient purchasing processes

Balancing Act to Make
Effective Use of Time

• Meet customer
expectations

• Efficient business practice

... J .......:.. .. ..: .... ~~.. tj·"i;..,.~':"'~ ... :..... ~~: ~'.. ,: .. ' ....l .........l-t~' ... ~ " f



Customer Order Experience for New Service

,

1

1. Customer name
2. Address information

• Working service
• No working service

3. Listing information
4. Billing information
5. Credit information

6. Products & services
• Local service options
• Interlats choice
• Intralata choice
• Optional services
• Wiring/jacks

7. Directory needs
8. Telephone number assignment
9. Due date or installation date
10. Order Summary
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BeliSouth's Joint Marketing Position

• The FCC rules should:
» Allow all forms of joint marketing, except those expressly

prohibited by the Act. This includes, but is not limited to:
- Joint use of sales channels

- Joint advertising and promotions

- Joint use of brand and trademarks

- Joint development of marketing plans

- Joint sales and one point of contact for multiple services

- Use of customer information for joint marketing activities
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Joint Marketing

• Ability of BST and BSLD to Engage in One Stop
Shopping is Vital

• In-Bound Marketing Should Not Be Restricted

• Proposals Such as Requiring a Third Party Outside
Marketing Entity are Neither Required Nor Make Good
Policy

• Problem Exacerbated by FCC Decision to Allow BOC
Competitors to Evade Section 271 (e)



Shared Administrative Services

• Section 272(b) Does Not Prohibit Shared Outside
Services

• Section 272(b) Does Not Prohibit Centralized
Administrative Services

• Such Restrictions Would Only Increase Consumer Cost
Without Any Benefits

• Existing Nonstructural Safeguards are Sufficient to
Prevent Any Anticompetitive Conduct



Other Issues

• Reporting Requirements

• "Operate Independently" Language

• Definition of InterLATA Information Services

• Ability of Bellsouth Affiliate to Act as a CLEC



FCC's LOCAL INTERCONNECTION ORDER HAs ALREADY TILTED THE

COMPETITIVE PLAYING FIELD IN FAVOR OF THE CLECs:

Retail Revenues For Local Telephone Service vs. Cost Of Unbundled
Network Elements Priced At FCC Proxies

GEORGIA
Multi-line Business

Average Flat Rate Customer for Highest Rate Group

Resale@
Retail 19.2% Rebundled

Flat Rate RG 12 $46.00 $37.17 $16.09 (loop)
Ancillary Service $25.30 $20.44 $0.00
Vertical Service $5.05 $4.08 $0.00
IntraLATA Toll $2.99 $2.41 $0.92
InterLATA Switched Access $11.34 $11.34 $2.09
Port Charge $2.00
Local Usage $2.90
SLC $6.00 $6.00 $0.00

Total $96.68 $81.45 $24.00

Difference from Retail
Amount ($15.23) ($72.68)
Percent -15.8% -75.2%

Notes:
1. Average revenue for vertical service and intraLATA toll computed from July 1996 data.
2. Unbundled elements use FCC proxy rates. Local Switching @ $0.003.
3. Resale discount rate is FCC proxy for BellSouth.
4. Rates reflect the following minutes of use: IntraLATA toll - 25 minutes; InterLATA

switched access - 465 minutes; and Local Usage - 492 minutes.



BELLSOUTH TELECOMMUNICATIONS, INC.

RESALE VS. REBUNDLED DISCOUNTS

AVERAGE CUSTOMER IN HIGHEST RATE GROUP

SUMMARY

Multi-line Business Residence

Resale Rebundled Resale Rebundled

Alabama -14.9% -68.9% -13.2% -21.6%
Florida -14.0% -66.20/0 -10.60/0 -24.5%
Georgia -15.8% -75.1% -12.7% -27.0%
Kentucky -14.9% -72.0% -13.2% -19.0%
Louisiana -15.0% -69.0% -12.5% -14.9%
Mississippi -15.7% -70.10/0 -13.9% -14.40/0
North Carolina -14.3% -67.0% -11.3% -11.1%
South Carolina -14.6% -70.2% -13.1% -22.8%
Tennessee -15.7% -73.5% -12.9% -16.90/0

BST -14.7% -69.6% -12.1% -20.8%

Notes:
1. Resale discount computed using FCC proxy of 19.2%
2. Rebundled discounts computed using FCC proxy rates and

local switching @ $O.003/min.
3. BST discounts wtd. by 1 pty flat rate lines in service.
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AT&T.ALL - http://www.att.com:80/attall/all.html
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Ia a word. •• SIMPLICITY.Your oae-atop eommualcadou plaa lau arrived. SimpI)' aD
l-1'I-AlT-ALLl or coataet )'oar Aecoaat Executive. Before )'OU 'u. up the plaoae,we'D Itt ),our

ba.laeu ap wltII a tlme-savlal AT&T.ALUecoaDt. AD at DO addidoDat coat. Oae .imple bill for aU
of)'oar eU"ble AT&Tltrvlces maka for ODe more eoDveaieat commuDkatioa. solutloa froID tile

world'. leadial colDmuDlcatiou provider ••• AT&T.

Alar.AU.8JI, :If

The more AT&T communicationservices youusc, the more youneed the convenienceof
AT&T.ALL.Withall youreligible AT&T charges consolidated on one easy-to-read bill, you'll
save time issuingchecks, givingyoumore time to devote to your business.

Each monthAT&T.ALLshows youall ofyoureligible commUDicationexpenses at a glance, and
lets you pay themwith one single check. AT&T.ALLbilling combines the following AT&T
services...

• Longdistance
• Toll Free
• International
• In-state InterLata
• IntraLAIA
• Local (wbeaavailable)
• InternetAccess (whenavailable)
• Campg Card
• AT&T Wireless Services Cellular (where available)

... all at NO ADDmONALCHARGEI

AJaT.AU. ....~

A quickand infonnedresponse... that's customer care. As an AT&T.ALLcustomer,youcan
reach our responsive and attentive customercare teamwith justone toU free call. And whether
youhave a question about AT&T LongDistance, Wireless, or anythipgin between, our
telecommunicationsexperts will be there for you.

ThroughouUhecomingyear, AT&TwiIl be adding a numberofnew services to AT&T.ALL.
Someofthese services include Intemetaccess and Data. AndAT&T.ALLwill
automatically notify youwhen cellular and local service become available in your area.

ATA'EAlL RJ;rtNold atBASYI

There's no commitmentp.d no fee. Just contactyourAccountExecutive, or call 1-(888) ATT
ALL} to get started with this new convenienttime-savingAT&T service.

And as yourcompany'sneeds continueto change,AT&T.ALLwiIl be rightthere with you. One
numberto call for all your AT&Ttelecommunicationsquestions. One page to summarizeall your

- Page 1 -
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AT&T.ALL - http://www.att.com:80/attall/all.html

eligible AT&T communieationexpenses. One place to look for the latest product and service
offerings from the companythat's made business communieationsolutions their specialty...
AT&T.

CoJooiIbtC 1996 AT&1. Allri&hts reserved.
The AT&1 site II brouaht to you by the Corporate Server Team.
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